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THE SITUATION 


Business recovery in New England continues 
to make encouraging progress. Factories are gen- 
erally busier, more people are employed than one 
or two months ago, and distribution of merchan- 
dise through retail stores is showing the usual 
autumn increase. 

Production in the leading industries of New 


and the average earnings per employee are in- 
creasing. Public employment offices in both 
Massachusetts and Connecticut have recently re- 
ported that employers are calling for more work- 
ers. 

The building industry in New England has 
been active all summer, and contracts awarded 
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England is still subnormal, but it is expanding at 
a much more rapid rate than is generally appre- 
ciated. Output is considerably larger than it was 
in June and July, when business for the larger 
industries in this district was at its worst. Quite 
a large proportion of factory employees are still 
working on part-time schedules, but this is be- 
coming less noticeable almost every week, with 
the result that both the total earnings of workers 


for new construction in September were larger 
than in the corresponding period last year. 
Distribution of merchandise, as shown by 
freight carloadings, was larger in September 
than in August or in September last year. This 
was the seventh month in 1924 in which New 
England carloadings of merchandise were greater 
than in the corresponding period of 1923. 
Wholesale commodity price changes during 


NOTE :—The bank has compiled an index of New England business activity. This index does not represent 


business profits, prosperity or the value of trade. 


It is a composite of 13 quantity measures of distribution, 


production, building and other phases of business activity. Allowances have been made for the usual seasonal 


variations found in each case. 


Suggestions for the practical use of this index will be found on page 11. 
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October were rather irregular, although they 
tended to increase. This is shown by the fact 
that, out of a list of over 300 commodity prices 
quoted weekly by R. G. Dun & Company, there 
was an excess of increases over declines each 
week during October. In fact, there has been an 
excess of increases since the middle of July. 

The volume of sales in the department stores 
of New England during the first three weeks of 
October was slightly less than in the correspond- 
ing period last year. In fact, the average daily 


volume of sales has not equalled that of the cor- 
responding period a year ago for several months. 
The credit situation continues strong. The vol- 
ume of “commercial” loans made by New Eng- 
land member banks to their customers has been 
increasing steadily since late in April, and is ap- 
proximately equal to the volume of a year ago. 
“Commercial” deposits are much larger than they © 
were in October, 1923, and have increased more 
rapidly in the past six months than have ‘“‘com- 
mercial” loans. Money rates remain very low. 


MONEY AND BANKING 


There was practically no change in money rates 
during October, but prices of high-grade bonds 
and short-time Government securities declined, 
indicating that the tone of the market was 
strengthening slightly. There was also a more 
confident attitude on the part of the bankers. 
Prime commercial paper rates in the New York 
market were on a 3-3% per cent basis practically 
throughout the month, and most of the commer- 
cial paper sold in Boston carried a 3% per cent 
rate. The old-time autumn period of tighter 
money, coincident with increased credit demands 
for moving crops, has not been in evidence this 
year, and, in fact, the Federal Reserve Bank of 
Minneapolis, which is situated in farming terri- 
tory, reduced its rediscount rate during October 
from 4% to four per cent. 

The volume of so-called “commercial” loans 
made by New England member banks to their 
customers has increased rapidly from the low 
point reached late in April, as is shown on the 
second chart below. The volume of “commercial” 


loans at present is practically equal to the high- 
est volume reached in 1923, at a time when busi- 
ness activity was greater than now. The volume 
of “commercial” loans of member banks in lead- 
ing cities of the entire country has also increased 
during the past three months, until they are in 
larger volume than at any time since the summer 
of 1921. Part of the recent increase in the vol- 
ume of “commercial” loans in New England is 
due to purely seasonal causes. The seasonal 
trend usually changes early in November, when a 
slight decline customarily takes place for about 
two months. This would indicate that the vol- 
ume of “commercial” loans made by New Eng- 
land member banks is now at about the high 
point for the current year. 

Loans of New England member banks secured 
by stocks and bonds have increased during the 
past few months in much the same way as have 
“commercial” loans, with the difference that loans 
secured by stocks and bonds are now in larger 
volume than at any time for a number of years, 
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Commercial paper rates were practically stabilized during Oc- 
tober, but bond prices tended downward during most of the month. 


Sources of data—Federal Reserve Bank of New York and “The 
Annalist.” 
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“Commercial” loans have recently been expanding, not only in 
New England, but in the country as a whole, and are now larger 
than in the corresponding period last year. 
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whereas the volume of “commercial” loans is 
only at the high point reached last year, and be- 
low the level attained in 1920 or 1921. 

In spite of the increase in loans made by mem- 
ber banks to their customers, deposits have in- 
creased so rapidly that the member banks have 
been able to reduce their borrowings from the 
Federal Reserve Bank of Boston to an excep- 
tionally small amount. In fact, during October 
the Reserve bank’s holdings of acceptances were 
practically double the volume of rediscounts for 
member banks, while the holdings of Government 
securities formed the bulk of its earning assets. 
Since the latter part of July there has been a 
gradually increasing volume of Federal Reserve 
notes of the Federal Reserve Bank of Boston in 
circulation. 

Deposits in representative mutual savings banks 
of New England have not been increasing at the 
usual rate for several months, as shown on the 
accompanying chart. In fact, more accounts 
were closed than new accounts opened during 
each month from April through August. In Sep- 


tember a slightly larger number of accounts were 
opened than in August, and fewer accounts were 
closed, with the result that there was an actual 
excess of accounts opened in September, as com- 
pared with accounts closed. Ordinarily there is 
a rapid increase in the number of accounts 
opened in mutual savings banks, beginning in the 
early autumn and continuing until January. 

There has been an exceptionally small number 
of commercial failures in New England for sev- 
eral months, and the September total was the 
lowest in any month for several years. In the 
country as a whole, however, there has been a 
larger number of commercial failures in each 
month from January through September than in 
the corresponding month a year ago. Returns 
for the first three weeks in October show that 
there has been an increase in the number of con- 
cerns failing in New England, but this is almost 
entirely due to seasonal influences. Ordinarily 
there is a sharp increase in the number of insol- 
vencies from midsummer until December or 
January. 
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The total volume of Reserve bank credit in use through the Fed- 

eral Reserve Bank of Boston increased in October, due to larger 

holdings of acceptances. Loans to member banks and _ holdings 
of Government securities declined. 








Deposits in New England mutual savings banks have not been 
increasing at the usual rate for several months. The number of 
new accounts opened in September exceeded the number closed. 
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RETAIL AND WHOLESALE TRADE 


Retail trade conditions in New England up to 
the middle of October had not received much 
stimulus from the gradual improvement in busi- 
ness and manufacturing conditions which has 
been noticed in this district during the past 10 or 
12 weeks. According to reports received at this 
bank from the Boston department stores, sales 
during the first three weeks of October were six 
per cent less than for the corresponding period 
in October, 1923. 


DEPARTMENT STORE SALES 
September, 1924, compared with September, 1923 


Boston Department Stores............-+.s.00% +0.5% 
Other New England Department Stores....... —4.6% 
All Reporting Department Stores............. —0.5% 
Boston Women’s Apparel Shops.............- +7.0% 


When considering the figures in the table 
above, proper allowance should be made for the 
fact that there was one more selling day in Sep- 
tember, 1924, than in September last year. This 
would reduce the figures by approximately four 
per cent. 

In September department store sales in Boston 
were relatively poor during the first two weeks. 
During the third week (New England Week), 
however, a somewhat better volume of sales was 
made, although a slackening during the last week 
in the month left the average daily sales for Sep- 
tember about 3% per cent less than those of Sep- 
tember, 1923. Good shopping weather prevailed 
in general throughout September in Boston and 
neighboring towns. The average temperature 
during September was only one degree lower than 
normal, which has a favorable, rather than an un- 
favorable, effect on department store trade at this 


time of the year, when the seasonable merchan- 
dise is largely of that type in which the volume of 
sales increases as the weather grows cooler. 

In regard to the individual cities in this dis- 
trict, department store trade was better in and 
around the metal trade centers. In the textile 
cities the improvement in industrial conditions has 
not been sufficiently rapid to affect retail trade as 
yet in the majority of cases. 

There was little change reported in the order- 
ing of the individual department stores of mer- 
chandise from the manufacturers and distribu- 
tors. The volume of these orders at the end of 
September is usually heavier than at the close of 
any other month of the year, largely because the 
greater quantity of merchants’ orders for delivery 
during the fall is placed at that time, in order 
that they may be delivered before the holiday sea- 
son. Although, as usual, orders at the end of 
September were greater than at the close of any 
other month of this year, the total amount on 
order was smaller than at the end of September 
of any of the past four years. 

Total stocks of merchandise held by the New 
England department stores at the close of Sep- 
tember were three per cent less than at the close 
of September a year ago. 

The rate of collections during September in 
both wholesale and retail trade lines was better 
than during September of last year. (See chart.) 
This is a decided improvement in the credit situ- 
ation, especially among the wholesale shoe 
dealers. 

Boston women’s apparel shops had a good vol- 
ume of business during September, with their 
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Department store sales in New England during September were 
slightly less than in the same month last year, but in the coun- 
try as a whole there was a gain. 
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Department stores and wholesale dealers report that collections 
have recently improved. The rate of collections at present is. 
faster than a year ago. 
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total sales greater than in September, 1923. 
Trade in these shops during the first half of Oc- 
tober, however, was less satisfactory, with net 
sales about eight per cent less than during the 
same period a year ago. 

The percentage change in the sales of the lead- 
ing departments of the stores reporting to this 
bank during September, compared with the same 
month last year, is shown in the following table. 


DEPARTMENT SALES 

September, 1924, compared with September, 1923 
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In each of the departments listed above, about 
four per cent may be deducted from the figures, 
to compensate for the fact that there was one 
more selling day during September this year than 
in September last year. This reduces the favor- 
able appearance of the report of some of the de- 
partments. The boys’ wear department had the 
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largest increase in sales over a year ago of any 
department. A very important development dur- 
ing September was the increase in sales of both 
men’s and women’s shoes. Up to September 1 
shoe sales in the department stores this year had 
averaged about eight per cent below the sales of 
the corresponding period a year ago. With the 
exception of last April, this is the first month 
this year in which men’s and boys’ shoes have 
sold in larger volume than in the corresponding 
month a year ago. 

Increased activity of New England shoe manu- 
facturers has helped to develop a better volume 
of trade for some New England wholesale shoe 
dealers. 


WHOLESALE SHOE SALES 
September, 1924, compared with September, 1923 


Boston Wholesale Shoe Concerns............ + 0.1% 
Other New England Wholesale Shoe Concerns —23.6% 
All Reporting Wholesale Shoe Concerns...... —10.7% 


Although the sales of the New England whole- 
sale shoe dealers are still less than a year ago, 
September business, as reported to this bank, was 
only 11 per cent less than in September, 1923. 
This is important, inasmuch as the total sales of 
these wholesale shoe concerns from the first of 
the year to date have averaged 20 per cent less 
than during the corresponding period last year. 

The marked improvement in the wholesale 
grocery trade which was first evident in July was 
continued in September. 


WHOLESALE GROCERY SALES 
September, 1924, compared with September, 1923 


Boston Wholesale Grocers.........-..eeeeeees + 8.4% 
Other New England Wholesale Grocers...... +19.5% 
All Reporting Wholesale Grocers............ +13.9% 


Sales of a group of New England wholesale 
grocery firms were larger in September than in 
September of either of the two previous years. 
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Wholesale shoe sales are increasing seasonally, but are not in as 


large volume as last autumn. 


New England wholesale grocery sales have recently shown con- 
siderable improvement, and are larger than they were a year ago. 
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INDUSTRIAL ACTIVITY 


Recent developments in the New England in- 
dustrial situation have given evidence of further 
improvement, fundamental and broad in scope. 
Production has expanded, in keeping with the 
greater demands of the markets. Consumption 
of raw material in the New England cotton and 
woolen textile mills is increasing. Shipments of 
merchandise on the railroads have been gradually 
growing, and late in September were slightly over 


the figures of last year. Activity in the building 
industry continues at a relatively high rate, and 
the volume of contracts awarded in September 
indicates well sustained operations. 

Employment has increased further in most of 
the important New England industries, and work- 
ing schedules have been lengthened in many mills 
and factories. Wages have in general showed 
but little change, yet, as the accompanying chart 
indicates, there is a slight tendency downward. 





Boots and Shoes:—Further improvement de- 
veloped throughout the New England shoe trade 
during October. Orders on hand at factories are 
said to insure a fairly high rate of operation dur- 
ing the remainder of the year. According to pre- 
liminary reports of the Department of Com- 
merce, shoe production during September in New 
England increased 10 per cent over the previous 
month, which compares with an increase of eight 
per cent for the entire country. 


Building:—Contrary to the seasonal move- 
ment, the total value of contracts awarded in New 
England during September was slightly greater 
than in the previous month, and was considerably 
above the figures of September, 1923. The ad- 
justed index of contracts awarded, corrected for 
price changes and the seasonal tendency, was at 
the highest level recorded since last January. The 
proportion of residential building of the total was 
slightly below the monthly average of the current 
year. 

Carloadings:—Carloadings of merchandise by 
New England railroads during September in- 
creased over the previous month, contrasting with 
a decline from August to September last year. As 


noted on the accompanying chart, the upward 
movement in carloadings in this district during 
recent months has conformed in a general way to 
the increase for the entire United States. The 
rate of increase, however, has been slower. 


Clothing: —Manufacturing activity in the New 
England clothing industry expanded slightly dur- 
ing September and October. Considerable inter- 
est by the trade in the new spring lines has been 
evident. Manufacturers are reported to be plan- 
ning operations for an average spring season, and 
many of the large concerns are now relatively 
busy. 

Cotton Textiles:—New England cotton mills 
are quite rapidly returning to larger output. The 
accompanying chart indicates the extent of the 
improvement. Production during the early part 
of October was reported to be at about 60 to 65 
per cent of capacity. Consumption of cotton by 
New England mills in September increased al- 
most 20 per cent over August. Shipments of 
cotton to New England centers were also larger 
than during the previous month. Mill stocks 
were reported to be at about the lowest point on 
record. 
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There was a slight increase in the proportion of workers on full- 
time schedules in September as compared with August. 


Source of data—Massachusetts Department of Labor and In- 
dustries. 
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There have been comparatively few wage changes reported in re- 
cent months, especially as compared with the early part of 1923. 
There are more wage reductions than increases. 
Sources of data—U. S. Department of Labor and Massachusetts 
Department of Labor and Industries. 
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Iron and Steel:—Gradually increased activity 
was reported throughout the iron and steel in- 
dustry during September and the early part of 
October. Pig iron production in September 
showed an increase over the previous month. The 
rapid expansion of steel ingot production contin- 
ued, and the daily average output in September 
was 50 per cent greater than in July. Unfilled 
orders of the United States Steel Corporation on 


October 1 were slightly greater than on Septem- 
ber 1. 


Leather:—Improvement in the boot and shoe 
trade has been felt by most of the New England 
leather manufacturing plants. During the first 
half of October activity in most of the tanneries 
was on a slightly larger scale than in the previous 
month. Production, however, continued to be held 
largely to orders requesting immediate delivery. 


Machine Tools:—During September the ma- 
chine tool industry was generally quiet, although 
inquiry for tools showed a gradual expansion. 
The volume of actual sales was relatively small, 
but during the early part of October the number 
of bookings was reported to be larger. New Eng- 
land manufacturers report that the demand from 
the West has shown relatively the most improve- 
ment in recent weeks. 


Paper:—Output of New England paper mills 
during September was of approximately the same 
volume as during the previous month. Mills were 
operating generally at about 75 per cent of ca- 
pacity. Newsprint production in the mills 
throughout the United States totaled practically 
the same as in August. This fact indicates well 
sustained operations, since the usual seasonal 


tendency during September is to decrease output 
slightly. 


Rubber Goods:—New England rubber manu- 
facturing plants continue to operate on schedules 
somewhat under “normal.” The increase in op- 
erations noted during September was extended 
slightly during the early part of October. The 
increasing price of raw material and the seasonal 
increase in demand for certain rubber goods, par- 
ticularly footwear, have tended to stimulate 
manufacturing activity. 


Silk:—Increased demand for most classes of 
silk goods tended to expand activity in the New 
England plants during September and Octo- 
ber. September imports of raw silk were the 
largest in any month during the past two years, 
and deliveries to the mills were also in relatively 
large volume. The higher rate of consumption, 
however, was not sufficient to absorb the excess 
of imports. Consequently, domestic stocks of 
raw silk increased, and reached the highest point 


recorded, with one exception (January, 1924), 
since early in 1923. 
Woolen Textiles:—A decided improvement 


was noted during the early part of October in 
the woolen manufacturing industry of New Eng- 
land. Production of many lines recently opened 
was reported to have been quickly sold. Con- 
sumption of raw material in the New England 
mills during September, according to preliminary 
reports of the Department of Commerce, in- 
creased 12 per cent from the previous month. 
The volume was the largest recorded since last 
March, and only slightly less than the figures of 
September, 1923. 
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New England cotton mills have increased output rapidly since 
June. Curves are based on New England cotton consumption 
and New Bedford fine goods production. 

Sources of data—U. S. Department of Commerce and Federal 
Reserve Board. 





Carioadings of merchandise are increasing, as they usually do in 
the autumn. In both New England and the country as a whole 
they were larger in September than a year ago. 


Source of data—American Railway Association. 
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NEW ENGLAND MARKETS 


A considerable change for the better in busi- 
ness and industrial conditions has been evident of 
late in most of the important New England cen- 
ters. Manufacturing activity has increased in 
the mills and factories, providing greater employ- 
ment and earnings for workers. 

Accompanied by fairly steady and, in many 
cases, higher prices, commodity markets have de- 
veloped greater activity. The distribution of 
merchandise, as indicated by freight carloadings, 

Bangor:—Business and industrial conditions 
continued to show gradual improvement during 
recent weeks. Comparatively little unemployment 
existed, and most manufacturing plants were op- 
erating about normal. An increase in bank debits 
during September broke the downward trend in 
these figures which has been in evidence since last 
June. 

Boston:—Business is slowly but gradually im- 
proving, and most of the important commodity 
markets were more active in mid-October than in 
September. Some manufacturing plants are still 
on part-time schedules, but in general there has 
been an evident increase of activity since the late 
weeks of the summer. The volume of department 
store sales increased sharply in September, and 
was about equal to the figure of September, 1923. 
(See chart.) 

Fall River :—Industrial conditions continue to 
improve slowly. Unemployment still prevails to 
a noticeable degree, but the textile mills are grad- 
ually resuming activity, at least on part-time 
schedules. Cotton receipts during September, 
practically the same as in August, were still rel- 
atively low. Sales of print cloths, after showing 


has been increasing in recent weeks. The num- 
ber of business failures in September was less 
than in the previous month, and slightly below 
the figures of September, 1923. 

The crop situation, favorably influenced by 
good weather, showed a marked improvement 
late in September and the early weeks of October. 
New England retail trade was better during Sep- 
tember than in the previous month, but slightly 
less than in September, 1923. 


some expansion in the last two weeks of Septem- 
ber, fell off sharply during the first half of the 
following month. 

Haverhill:—Improvement in business has been 
apparent in recent weeks, especially in the shoe 
industry. Practically all factories are operating 
on nearly normal schedules, and labor is generally 
well employed. In fact, a shortage of workers 
has been reported in some branches of the shoe 
manufacturing industry. 

Lawrence:—Gradual expansion of activity and 
employment in the New England textile indus- 
tries, especially in woolens and worsteds, has had 
a favorable influence on business in this city. The 
situation in the woolen mills has recently been 
strengthened by more active and firmer markets 
in both raw material and finished goods. 

Lewiston:—The business and industrial situa- 
tion continues comparatively unfavorable, al- 
though a better tone has recently developed. 
Part-time working schedules are in force in some 
of the cotton and shoe factories and unemploy- 
ment is still noticeable to a slight extent. 

Manchester:—Cotton manufacturing continues 
dull, but there is some evidence of increasing pro- 
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While fewer workers were called for in September than in the 
same month last year, there was a decided increase, as compared 
with August. 


Source of data—Connecticut Bureau of Labor. 


Department store sales in September in Boston were practically 
equal to those of last year, whereas in Providence they were 
slightly lower. 
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duction. Other local industries, such as boot and 
shoe and cigar manufacturing, are operating at 
about normal, thus adding strength to the gen- 
eral situation. 


New Bedford:—Part-time schedules continue 
in force in most of the cotton mills. During the 
early part of October, however, the gradual in- 
crease in operations which began earlier in the 
fall continued, and the surplus of textile workers 
was further reduced. Shipments of cotton to this 
center were greater in September than in August. 
Production of fine goods showed a substantial in- 
crease during August. 


New Sritain:—Business and industrial condi- 
tions continue to be good in this center, and prac- 
tically all manufacturing plants are gradually ap- 
proaching normal working schedules. Employ- 
ment in the establishments comprising the local 
branch of the Manufacturers’ Association showed 
a slight increase over the previous month, the first 
advance since last March. The figures, however, 
were 10 per cent below those of last year. 


New Haven:—Part-time schedules were in 
force in many of the manufacturing plants, but 
further slight increases in activity and working 
forces were noted during the early part of Octo- 
ber. The demand for workers at the Public Em- 


ployment Office, as indicated by the accompany- 
ing chart, although increasing slightly in Septem- 
ber, continued to run far below the level of the 
previous two years. 


Providence:—Business continues to expand 
slowly, and the industrial situation, especially in 
the textile and jewelry lines, continues to show 
improvement. Some plants, however, are still 
operating on part-time schedules, and a small 
surplus of labor is reported. The volume of de- 
partment store sales increased in September, but 
was still somewhat below the level of September, 
1923. (See chart.) 

Waterbury:—Industrial conditions have re- 
cently shown further improvement, and most 
manufacturing plants are operating at practically 
normal capacity. Employment in eight reporting 
brass concerns showed a slight upward tendency 
in September, the first increase noted in these 
figures since last March. 

WV orcester:—During the past few weeks busi- 
ness has shown a slight expansion, although con- 
ditions are still below normal. Many industrial 
plants are on reduced schedules and operating 
with curtailed forces. An increase in the demand 
for workers and in placements was reported in 
the month ending October 15 over the previous 
monthly period by the Public Employment Office. 





ACTIVITY IN NEW ENGLAND INDUSTRIAL CENTERS 
September, 1924 





7-—————Manufacturing Activity 
Establish- Number % Change %on 
ments of Em- from Last Full 
Reporting ployees Month Time 


Bangor ........ Ae 4 
Boston: <20350<6 173 30,541 + 5.5% 76.2% 
Bridgeport .... 18 16,557 — 01 i 
Brockton ...... 34 5,709 — 1.0 54.1 
Burlington wfc Bs = oe ons 
Cambridge .... 42 8,747 + 5.1 75.4 
Fall River ..... 19 6,633 —16.4 77.8 
Fitchburg ...... 13 3,175 + 48 51.1 
Hartford ...... acd is ae <a 
Haverhill ...... 31 2,737 +11.4 66.5 
Holyoke ....... 10 4,838 — 0.6 4.4 
Lawrence ...... 15 7,894 + 2.2 11.7 
OWE! ccdicdocts 16 7,269 + 38 22.2 
pit re cecetcdces 31 9,086 + 38 18.9 
Manchester .... es as a4 és 
New Bedford .. 28 10,339 + 3.4 34.9 
New Britain ... 28 18,770 + 0.6 oe 
New Haven...... = ae ue 
North Adams .. 5 1,720 + 42 0 
Peabody ....... 16 2,915 + 48 81.2 
Pittsfield ...... 6 6,472 — 0.6 7.2 
Portland ...... oe ee ae ar 
Providence ier. is < ee 
Springfield . 38 6,025 + 2.5 56.8 
Stamford ...... a: Me Pe a 
"Patnton. occ 15 2,699 — 0.6 63.0 
Waterbury .... 8 17,827 + 0.5 ee 
Worcester ..... 57 11,690 + 5.1 48.0 


Sources of employment data: Massachusetts Department of Labor and Industries, Manufacturers’ Association of Bridgep 





General Activity 
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ee mt 31 + 68 
1,248 + 80.1 66 + 5.6 
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COMMODITY PRICES AND 


Although wholesale prices of basic commodi- 
ties have recently shown a relatively wide range, 
there has been little net change since the last 
week of August. (See chart.) On the other 
hand, several wholesale price indices registered 
small advances in September and October, show- 
ing that there has been a tendency toward a high- 
er price level. Most of the commodities impor- 
tant in New England industries have been firmer 
during recent weeks. 


MARKET CONDITIONS 


The distribution of merchandise has continued 
to show an expanding tendency in New England, 
as well as throughout the country as a whole. 
The demand for goods has been fairly well sus- 
tained, and orders for merchandise are in gen- 
eral increasing. It is true that commitments are 
still largely confined to near-term requirements 
and that comparatively little expansion has as yet 
developed in forward buying. Nevertheless, 
greater activity has developed in many commodity 
markets. 


Building Materials:—The index of ‘building 
material prices advanced slightly during Septem- 
ber. Labor rates remained practically unchanged, 
although a slight decrease in labor costs was re- 
ported. 


Chemicals :—Improvement in the principal con- 
suming industries has recently brought about a 
slight increase in the New England chemical mar- 
kets. Sales of heavy chemicals during September 
were reported to be better than during the pre- 
vious month. The demand for dyestuffs was 
fairly steady, although buying in small lots was 
the rule. Spotty business was reported in tan- 
ning materials. Prices continued generally 
steady, with occasional evidence of strength. 


Cotton:—Prices tended downward following 
the issuance of the Government report early in 
October which forecasted a yield of 12,500,000 
bales. Ginnings of the new crop up to October 
1 were the largest recorded in the corresponding 
period for several years. Spot demand during 
September and the first half of October was re- 
ported to be relatively strong. 
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e otton : Trailer: —Prices of cotton textiles ad- 
vanced slightly during the month ending Octo- 
ber 18, but weakened during the latter part of the 
month. Uncertainty of raw material prices con- 
tinued to be a retarding factor against any great 
expansion of trading in the goods markets. 


Hides and Leather:—The advance in prices 
during September brought quotations in most 
classes of hides and skins to the highest level of 
the current year. Markets were active during 
the month, although in October there was some- 
what less trading. Prices, however, remained 
firm. Quotations on sole and upper leather con- 
tinued firm, although there was relatively little 
trading in the latter, with the possible exceptions 
of patent leather and sheepskins. 

Iron and Steel:—An improvement was noted 
in most branches of the New England trade dur- 
ing the early part of October. Sales of pig iron 
expanded and inquiry was reported to be gradu- 
ally increasing. Better demand for scrap iron 
developed and local prices advanced. During Sep- 
tember sales of structural iron were of greater 
volume than in the previous month. 























Basic commodity prices in the United States declined in October, 
ue mainly to lower crop prices. 


Source of data—Federal Reserve Bank of New York. 


Wool prices on the average are more than twice as high as in 
1921, cotton prices are about 70 per cent higher, while silk 
prices are slightly lower than in 1921. 


Source of data—‘Dun’s Review.” 
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Non-Ferrous Metals:—Generally quiet mar- 
kets prevailed during the first half of October. 
Prices of most of the important metals showed 
no marked changes. Copper quotations were off 
slightly, although an advance was noted late in 
October. Lead and zinc prices remained firm. 
Quotations on tin dropped sharply during Sep- 
tember, but recovered somewhat early in Octo- 
ber. 


Paper and Pulp:—A reduction was noted in 
quotations on paper during October. A slight 
downward tendency was reported in raw mate- 
rial. Increased activity developed throughout the 
trade during the early weeks of the autumn. 


Silk:—The upward movement of prices which 
has continued since last June was interrupted in 
September and a decline in prices was noted dur- 
ing that month. Increased buying strengthened 
quotations somewhat during October. Compared 
with the prices of other textile materials, silk 


prices are now relatively low. (See chart.) The 
sentiment in the raw silk markets has been good, 
although business has been limited by reason of 
uncertain values. 

Sugar:—Prices were firm in September and 
October. Raw sugar quotations were practically 
unchanged during the month ending October 18 
and markets were quiet. 

Wool:—Active trading was noted in Septem- 
ber, but the volume of sales fell off during Oc- 
tober. Prices continued upward during October, 
but at a less rapid rate than during the previous 
month. Dun’s average of 98 quotations, plotted 
on the accompanying chart, illustrates the recent 
upward tendency of wool values. 

Woolen Goods:—A comparatively strong de- 
mand for most classes of woolen and worsted 
goods developed during the late weeks of Sep- 
tember and the early part of October. Recent 
quotations have shown a generally advancing 
tendency. 


AN INDEX OF NEW ENGLAND BUSINESS ACTIVITY 
DESCRIPTION OF THE INDEX AND SUGGESTIONS FOR ITS PRACTICAL USE 


The rapid fluctuations in prices, business ac- 
tivity and profits during the past five years have 
caused bankers and business men to realize as 
never before what an important influence general 
business conditions have upon various industries 
and even upon the so-called “my-business-is- 
different” type of concerns. The intelligent 
executive now clearly recognizes that the better 
information he has about the relevant facts of 
the situation, the more sound will be his cur- 
rent decisions on matters of policy. This is en- 
tirely apart from the allied but very distinct serv- 
ice rendered by several statistical organizations 
in forecasting what conditions are going to be. 
He realizes more and more that economists and 
statisticians can render a service by measuring 
for him fundamental factors of the business and 
banking situation which influence to a greater 
or to a less degree the operations of his own 
business. 

Several statistical organizations and Govern- 
ment bureaus have compiled and currently issue 
indexes of general business conditions or activity 
for the country as a whole. These indexes have 
been extremely interesting. Within recent years 
many executives have tried to make them more 
than merely interesting ; they have tried to make 
them valuable by putting them to practical use. 





When an attempt has been made, however, to put 
such an index to practical detailed use (as con- 
trasted with the more abstract use in formulating 
general policies) the executive has often experi- 
enced considerable difficulty in doing so. More 
specific local information and more detailed data 
on specific industries were needed than were sup- 
plied by such national average indexes. If a 
concern wished to budget its expenses and pro- 
duction, for example, it first had to budget its 
sales. It was not sufficient to plan sales for the 
entire country as a unit, but rather sales had to 
be budgeted by sales districts and often smaller 
areas, such as cities. In some instances, budget- 
ing had to be done according to the sales possibili- 
ties in certain industries. 

Early in 1921, before business conditions in 
the country as a whole had reached the lowest 
point of the depression, there was a marked im- 
provement in three industries of great importance 
in New England, namely, those manufacturing 
cotton textiles, woolen textiles and shoes. The 


sales executive who based his campaign in New 
England on such standard indicators as check 
payments (or bank clearings) for the country 
as a whole, which were then at a very low level 
and still declining, ran the risk of missing his op- 
portunity to take advantage of the relative im- 
provement in this district. 


On the other hand, 
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the executive who saw his New England sales 
falling off sharply in the spring of 1924 might 
have unduly blamed his New England sales or- 
ganization, if he were not aware of the peculiar 
acuteness and rapidity of the depression which 
characterized New England business activity for 
most of the past spring and summer, and from 
which it is now apparently emerging. 

Realizing the necessity for more specific data 
to supplement the general business indexes, the 
Federal Reserve Bank of Boston has compiled 
an Index of New England Business Activity. 
This is one of the first steps in the process of 
breaking down the general information for the 
country as a whole into more useful parts, serv- 
ing individual districts or industries. It may be 
anticipated that later on better information will be 
compiled about business conditions in individual 
cities of New England, and certainly about the 
larger industries of the district. 

The New England Business Activity Index has 
not been compiled merely from a scientific point 
of view, but more with the thought that bank- 
ers and other business men will make it of prac- 
tical use. It is based on statistics showing New 
England production, distribution of goods by the 
railroads, building activity, financial activity and 
other data. No collection or “orders-taken” data 
are included. In no instances have any statistics 
in terms of dollars been used, because they are 
subject to the influence of commodity price 
changes. All figures are based on quantity 
measures. All of the statistics have been adjusted 
so that allowance is made in each separate case 
for the usual seasonal changes in activity from 
month to month, such as those brought about by 
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Changes in business activity precede by several months the cor- 

responding changes in the volume of check payments (bank clear- 

ings). Check payments are an index of collections rather than 
of current business activity. 


the shorter working month in February and the 
normally duller period in some industries in the 
summer. No adjustment, however, has been 
made for the normal growth of New England 
business (excepting in the case of electricity con- 
sumed, where power-house capacity and con- 
nected load are both increasing more rapidly 
than business in general). In order to make 
easier a comparison between the data of an in- 
dividual firm or bank and the new Index, the 
latter has been computed as a percentage of the 
1922-23 monthly average. This Index is not a 
final one, but will be improved as fast as new and 
better data become available, or as statistical prac- 
tice and methods are improved upon. The effect 
of such revision should be to refine the Index, 
without materially altering its main outlines. 
The new Index is shown on the accompanying 
chart, which compares the trend of check pay- 
ments (similar to bank clearings) and the Index. 
It will be seen that the Index was at its highest 
point in January, 1920, yet check payments in- 
creased for several months thereafter. On the 
other hand, the Index showed that general busi- 
ness activity in New England was increasing prac- 
tically throughout 1921, yet check payments de- 
clined. One of the reasons, of course, for the 
“lag” of check payments compared with the new 
Index is that check payments, by their very 
nature, represent collections rather than the cur- 
rent rate of business activity. Another and im- 


portant reason is that wholesale commodity prices _ 


usually tend to increase for a short time after 
activity has started to decline, and, conversely, 
prices often continue falling in the early part 
of a period of increasing business activity. And 
changing commodity prices have a direct influence 
on the values of the purchases which are settled 
by check payments. 

One practical use of the Index by a bank would 
be in connection with credit analyses of borrow- 
ing customers’ general progress. For an indi- 
vidual concern, practical use of the Index virtu- 
ally demands that the concern make a comparison 
of its own statistics with the Index, prefer- 
ably by the use of a chart. In most cases, this 
is not a hard task. A simple method was used in 
comparing the actual figures of the New Eng- 


land business of a large office equipment con- - 


cern with the New England Business Activity In- 
dex and through their courtesy this is illustrated 
by one of the accompanying charts. There is 
considerable variation from month to month in 
the orders booked in New England by this com- 
pany. This is partly due to such causes as an 
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unusually large individual order or special sales 
campaigns, and a portion is due to the usual 
seasonal changes in the “willingness to buy” 
office equipment. For example, the concern un- 
der discussion finds its business in New England 
usually at the lowest point of the year during the 
summer and at the highest point during the win- 
ter. Both these haphazard fluctuations and the 
purely seasonal variations must be allowed for be- 
fore a clear-cut comparison can be made between 
the company’s business and the Index. The top 
half of the accompanying chart shows first, in the 
thin dotted line, the actual monthly value of or- 
ders booked from July, 1919, to date. The 
heavier solid line shows the trend of these sales, 
allowing for seasonal and haphazard fluctuations. 
The method used in computing the trend in this 
case is an elementary one, and consists in con- 
structing what is called a ‘“12-months’ moving 
average centered.” The actual work involved is 
simpler than is implied by the name. All that is 
done is to add up the orders for any 12-month 
period, divide by 12, and place that average op- 
posite the seventh month of the period. Con- 
sider the computations for one specific month of 
the trend, namely, the highest one reached in 
1923. This was in November. That figure was 
derived by adding up the orders taken in the 12 
months from May, 1923, through April, 1924, 
dividing by 12 to get the average, and placing 
this average on the seventh month, which is 
November, 1923. This process was used for each 
month of the whole period. Inasmuch as the 
particular company has furnished the Reserve 
bank with data from May, 1919, to date, the first 
year period for which the trend could be com- 
puted was that from May, 1919, through April, 
1920. The seventh month in this case was 
November, 1919. It will be seen that the heavy 
trend line begins with November, 1919. In the 
lower half of the chart, there is a comparison of 
the trend curve from the upper half of the chart 
with the Index. It shows that orders taken for 
office equipment in New England, even in terms 
of dollars, have a very definite relationship with 
business activity in New England. It shows, 
furthermore, that during a period of depression, 
when efforts are generally made to reduce over- 
head expenses, orders for office equipment tend 
to be relatively low, and it is not until general 
activity has increased for several months that 
orders taken for office equipment reflect this con- 
dition by also increasing. On the other hand, 
when general business activity tends to decline, 


there is likely to be a period of several months 
between the highest point reached by general 
business activity and the subsequent maximum of 
orders taken for office equipment. 

Of what practical use is such a comparison? 
One of its very best uses is to raise questions for 
the executive to ask himself. For example, “In 
view of the fact that the New England Business 
Index has been rising for several months, should 
I plan for larger sales in New England in the 
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This chart, which is based on actual figures, illustrates a simple 

method of comparing the statistics of an individual concern or 

bank with the New England Business Activity Index. Detailed 
work sheets are available upon request. 

near future? Have we enough inventory? Are 

the salesmen prepared? Shall we advertise more 

in New England?” 

Successful executives are usually optimistic by 
nature, and the more optimistic, the more loath 
to face the truth when it is unpleasant. Many 
executives have belittled the significance of de- 
clining orders at the top of a period of business 
activity, merely because the current rate of ship- 
ments was so good. If it can be shown, as in 
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the case illustrated, that an individual concern’s 
New England business ordinarily “lags” behind 
the Index of New England Business Activity, 
then the executive in question could reasonably 
have a good deal more confidence in interpreting 
his statistics of “orders taken” when they show a 
radical change which correlates with the Index. 
When such a relationship is proved for the in- 
dividual concern, there should be less sales effort 
wasted. In recent months, the statistical depart- 
ment of the bank has received a number of in- 
quiries about general business conditions in New 
England from sales managers, because they were 
becoming disturbed at the falling off in their 
sales or by the pressure being exerted by the 
home office. A definite relationship between a 
firm’s business and the Index of New England 
Business Activity, once demonstrated, should 


make for better relationships between home office 
and local salesmen, as well as giving a more in- 
telligent understanding to the salesmen. Again, 
a proved relationship between a firm’s New Eng- 
land business and the Index should make for a 
smoothing out of the monthly fluctuations in sales 
effort, and allow more long-range planning. 

These are but suggestions based on work at- 
tempted in individual cases. The Index is not 
an “Open Sesame” or magic wand, but it should 
prove to be a useful tool, which should increase 
in value in proportion to the time and skill spent 
in using it. The elementary method illustrated 
will probably be sufficient in most cases to show 
whether there is any general relationship between 
the Index and the statistics compared with it. 
I‘or more detailed study, more complex methods 
of computing are available. 


For those interested in the technical procedure used in compiling the Index, it may be stated that the present 


tentative Index is a weighted geometric average of 13 reliable and readily available series, indicative of produc- 
tion, employment conditions, merchandise movements by railways, building activity, electrical power consumed, com- 
munication by local and long-distance telephone, and financial activity, as represented by the fluctuation of deposit 





turnover. 


Each series is in terms of physical units, and each has been expressed as a percentage of its 1922-23 monthly 


average. The weightings used are necessarily arbitrary. 


Each series was adjusted for seasonal variation by the 


link relative method. Secular trend was not evident, or, if evident, not important, with one exception, which has 


been previously discussed. 





SUMMARY OF BUSINESS CONDITIONS IN THE UNITED STATES 


Production of basic commodities, factory em- 
ployment and distribution of merchandise in- 
creased in September. During September and 
early in October there was a considerable increase 
in the volume of borrowing for commercial pur- 
poses. 


Production:—The Federal Reserve Board’s in- 


dex of production in basic industries, adjusted to 
allow for seasonal variations, rose nine per cent 
in September, the first advance since last Janu- 
ary. Increased activity was reported in many 
lines of industry, including textiles, iron and steel 
and coal. Factory employment increased two per 
cent during September, reflecting larger working 
forces in nearly all reporting industries. Aver- 
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Index of 22 basic industries corrected for seasonal variation 
(1919=100). Latest figure—September, 102. 
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age weekly earnings of industrial workers in- 
creased slightly, owing to a decrease in the ex- 
tent of part-time employment. Building contracts 
awarded showed a small seasonal decline in Sep- 
tember, but were considerably larger than a year 
ago. 

Crop conditions, as reported by the Depart- 
ment of Agriculture, showed a further slight im- 
provement during September, and the estimates 
of production for spring wheat, oats, barley and 
white potatoes on October 1 were larger than 
the month before. Estimates of the yields of 
corn, tobacco and cotton, however, were reduced. 
Marketing of wheat was exceptionally heavy in 
September, and exports of wheat and cotton were 
larger than for the same month of any recent 
year. 


Trade:—Distribution of commodities, as re- 
flected in railroad shipments, increased during 
September, and was greater than last year, owing 
to larger loadings of miscellaneous merchandise, 
grain and coal. Wholesale trade was 11 per cent 
larger than in August, as a result of increased 
business in almost all reporting lines. Sales of 
groceries and drugs were larger than a year ago, 
while sales of meat and shoes were smaller. Re- 
tail trade showed more than the usual seasonal 
increase in September, and sales of department 
stores and mail order houses were considerably 
larger than last year. Merchandise stocks at de- 
partment stores increased more than usual during 
September, but continued to be slightly smaller 
than a year ago. 


Prices:—Wholesale prices of farm products, 
clothing, fuel and metals declined somewhat in 
September, while prices of food products, build- 


ing materials and chemicals advanced. The gen- 
eral level of prices, as measured by the Bureau 
of Labor Statistics index, was slightly lower in 
September than in August. During the first half 
of October quotations on wheat, flour, cattle, 
hogs, wool and rubber increased, while prices of 
cotton, lumber and gasoline declined. 


Bank Credit:—During the five weeks ending 
October 15 loans and investments of reporting 
member banks in leading cities increased by more 
than $600,000,000. Credit demand for financing 
the marketing of crops and the fall activity of 
trade were reflected in increased ‘‘commercial” 
loans throughout the country, and the total vol- 
ume of these loans rose to a level considerably 
above the peak of October, 1923. Member banks’ 
investments in securities continued to increase, 
and loans on stocks and bonds also advanced. A 
further growth of demand deposits carried their 
total to the highest figure on record. 

At the Federal Reserve banks discounts 
changed but little in September, and declined in 
the first three weeks of October, while holdings 
of acceptances increased considerably, and there 
was also some increase in United States securi- 
ties. As a consequence, total earning assets were 
larger than at any time since early in the year. 
Larger currency requirements, partly seasonal in 
character, were reflected between August 1 and 
October 1 in an increase of $140,000,000 in the 
total volume of money in circulation. 

Money rates in the New York market re- 
mained relatively constant in the latter part of 
September and the early part of October. On 
October 15 the discount rate of the Federal Re- 
serve Bank of Minneapolis was reduced from 
4Y4 to four per cent. 
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Index for 33 manufacturing industries (1919100). Latest fig- 
ure—September, 90. 
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Weekly figures for member banks in 101 leading cities. Latest 
figure for week of October 15. 





MONTHLY REVIEW OF THE FEDERAL RESERVE BANK OF BOSTON November I, 1924 





STATISTICS OF CONDITION OF THE FEDERAL RESERVE BANK OF BOSTON 
(Expressed in millions of dollars) 
Sept. Aug., July, October, 
1924, 1924, 1924, 1923, 1923 High 
Aver. Aver. Aver. Aver. Amt. Month 


Tota, Loans TO MEMBER BANKS............- $ 10 5 0 $ 11 $ 47 $ 79 Dec. 
Secured by Government Obligations 5 5 ¢ 19 28 Feb. 
Secured by Commercial Paper 6 28 oe Dec. 


BANKERS’ ACCEPTANCES ON Hanp 3 10 34 
J: S. GovERNMENT SECURITIES, .:......0. 05005: . 38 41 
ToraL LoANS AND INVESTMENTS............0- 53 

MOTAT GASH RESERVES «0086s ovis estas ees wewer 30. 315 


ToraL Deposits 
Member Bank 136 


Government 9 


CIRCULATION: FEDERAL RESERVE NOTES........ 





COMPARATIVE STATISTICS OF NEW ENGLAND MEMBER BANKS 
IN SELECTED CITIES* 


(Expressed in millions of dollars) 


Sept:, Aug. Joly; ‘Oct:; 
Oct. 22, 1924, 1924, 1924, 1923, 1923 High 
1924 Aver. Aver. Aver. Aver. Amt. Month 
$1,081 $1,047 $1,032 $1,010 $1,023 $1,030 Oct. 
Secured: ‘by Stocks’ and: Bonds... <2 <26.cs:00%'s 336 319 305 295 288 309 Jan. 
All Other Loans 728 727 715 735 741 Oct. 


INVESTMENTS 382 378 382 357 371 Jan. 
Loans AND INVESTMENTS 1,429 1,405 1,392 1,380 1,387 Oct. 


Deposits 1,398 1,367 1,360 1,297 1,312 Oct. 
Net Demand 972 957 959 938 958 Oct. 
Time 400 394 382 330 332 Nov. 

26 16 19 29 44 Sept. 


BorROWINGS FROM FEDERAL RESERVE BANK OF 


33 65 Dec. 


Ratio oF Borrow1InGs TO RESERVE DEPOSITS OF 
FEDERAL RESERVE BANK OF BosToNn 0.3% 39% 46% 38% 341% 73.0% Dec. 


*Boston, Fall River, Hartford, New Bedford, New Haven, Portland, Providence, Springfield and Worcester. 


**Less than one million ($343,000). 


The Monthly Review will be sent regularly without charge to any address upon request. 





